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Report of Independent Registered Public Accounting Firm

Board of Managers

Regions Securities LLC

We have audited the accompanying financial statements of Regions Securities LLC the

Company which comprise the statement of financial condition as of December 31 2012
and the related statement of loss changes in members equity and statement of cash flows

for the period July 25 2012 to December 31 2012 that are filed pursuant to Rule 17a-5

under the Securities Exchange Act of 1934 and the related notes to the financial

statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in conformity with U.S generally accepted accounting principles this includes

the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the Companys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

member firm of Ernst Younx Global Limited
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Opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Regions Securities LLC as of December 31 2012 and the

results of its operations and its cash flows for the period from July 25 2012 to December

31 2012 in conformity with U.S generally accepted accounting principles

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements

as whole The information contained in Schedules and II is presented for purposes of

additional analysis and is not required part of the financial statements but is

supplementary information required by rule 17a5 under the Securities Exchange Act of

1934 Such information is the responsibility of management and was derived from and

relates directly to the underlying accounting and other records used to prepare the financial

statements The information has been subjected to the auditing procedures applied in the

audit of the financial statements and certain additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records used to

prepare the financial statements or to the financial statements themselves and other

additional procedures in accordance with auditing standards generally accepted in the

United States In our opinion the information is fairly stated in all material respects in

relation to the financial statements as whole

Birmingham Alabama LIP
February 28 2013 /U44 çj1/1415

member firm of Ernsf Youog Global Limited



Regions Securities LLC

Statement of Financial Condition

As of December 31 2012

Assets

Cash 2116487

Prepaid expenses 40583

Income taxes receivable from related party 96947

Total assets 2254017

Liabilities and members equity

Total liabilties

Members equity

Paid in capital 2400000

Retained deficit 145983
Total members equity 2254017

Total liabilities and members equity 2254017

See accompanying notes

1302-1032661



Regions Securities LLC

Statement of Loss

For the Period of July 25 2012 Through December 31 2012

Total revenue

Expenses

Expenses paid to related parties 58500

Other expenses 66614

Total expenses 125114

Net loss before income tax benefit 125114

Income tax benefit 49930
Net loss 75184

See accompanying notes

1302-1032661



Regions Securities LLC

Statement of Changes in Members Equi

For the Period of July 25 2012 Through December 31 2012

Paid-In Retained

Capital Deficit Total

Balance at July 25 2012 2400000 70799 2329201

Net loss 75184 75184
Balance at December 31 2012 2400000 145983 2254017

See accompanying notes

1302-1032661



Regions Securities LLC

Statement of Cash Flows

For the Period of July 25 2012 Through December 31 2012

Operating activities

Net loss 75184
Increase in prepaid asset 27074
Increase in income tax receivable from related party 49930
Decrease in other liabilities 8001
Net cash used in operating activities 160189

Financing activities

Net cash from financing activities

Investing activities

Net cash from investing activities

Decrease in cash and cash equivalents 160189
Cash and cash equivalents as of July 25 2012 2276676

Cash and cash equivalents at end of period 2116487

Supplemental cash flow information

No income taxes were paid during the period July 25 2012 through December 31 2012

See accompanying notes

1302-1032661



Regions Securities LLC

Notes to Financial Statements

December 31 2012

Organization and Nature of Business

Regions Securities LLC the Company is wholly owned subsidiary of RFC Financial Services

Holding LLC which is wholly owned subsidiary of Regions Financial Corporation Regions
Regions Securities LLC acts as an introducing broker-dealer offering advisory services and debt

and equity underwriting services primarily to institutional customers of Regions Bank Regions

Bank is wholly owned subsidiary of Regions Financial Corporation that provides deposit

credit and wealth management services

The Company is registered with the Securities and Exchange Commission SEC and became

member of the Financial Industry Regulatory Authority FINRA on July 25 2012 The

Company is Delaware company and is domiciled in the State of Georgia

Basis of Presentation

The presented financial statements solely represent the legal entity of Regions Securities LLC
The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements and the reported amounts of revenues and

expenses during the reporting period Actual results could differ from those estimates however

in the opinion of management such variances would not be material

Significant Accounting Policies

Cash

Cash includes cash in Regions Bank and deposits in other financial institutions

Prepaid Expenses

The Company records an asset for prepaid expenses at the transaction date Prepaid expenses

include an account held with FINRA for purposes of Central Registration Depository CRD
account payments This CRD account balance is used for expenses such as exam and state

registrations for associates as well as registrations for the Company The prepaid expenses asset

is decreased as these expenses are incurred

1302-1032661



Regions Securities LLC

Notes to Financial Statements continued

Significant Accounting Policies continued

Membership Equity

On November 29 2011 RFC Financial Services Holding LLC contributed $900000 to the

Company to provide the initial funding required for the new membership application process

with FINRA On April 11 2012 RFC Financial Services Holding LLC contributed an additional

$1.5 million to the Company These amounts were provided to RFC Financial Services Holding

LLC thru capital infusion from Regions Financial Corporation

Expenses

Expenses paid to related parties are paid to Regions Bank and/or Regions Financial Corporation

during the implementation period to cover estimated costs of internal legal human resources

risk management and accounting resources Other expenses are primarily comprised of legal

fees and registration fees associated with the establishment of new broker dealer

Income Taxes

The Company accounts for income taxes using the asset and liability method which requires the

recognition of deferred tax assets and liabilities for expected future tax consequences Under this

method deferred tax assets and liabilities are determined by applying the federal and state tax

rates to the differences between financial statement carrying amounts and the corresponding tax

bases of assets and liabilities Deferred tax assets are also recorded for any tax attributes such as

tax credit and net operating loss carryforwards Any effect of change in federal and state tax

rates on deferred tax assets and liabilities is recognized in income tax expense in the period that

includes the enactment date The Company reflects the expected amount of income tax to be paid

or refunded during the year as current income tax expense or benefit as applicable

The Company evaluates the realization of any deferred tax assets based on all positive and

negative evidence available at the balance sheet date valuation allowance is recorded for any

deferred tax assets that are not more-likely-than-not to be realized Income tax benefits generated

from uncertain tax positions are accounted for using the recognition and cumulative-probability

measurement thresholds Based on the technical merits if tax benefit is not more-likely-than-

not of being sustained upon examination the Company records liability for the recognized

income tax benefit If tax benefit is more-likely-than-not of being sustained based on the

technical merits the Company utilizes the cumulative probability measurement and records an

1302-1032661



Regions Securities LLC

Notes to Financial Statements continued

Significant Accounting Policies continued

Income Taxes continued

income tax benefit equivalent to the largest amount of tax benefit that is greater than 50 percent

likely to be realized upon ultimate settlement with taxing authority The Company recognizes

interest expense interest income and penalties related to unrecognized tax benefits within current

income tax expense

The Company is included in the consolidated federal income tax return and state income tax

returns of Regions The method of allocating income tax expense is determined based on tax

allocation sharing agreement between Regions and its subsidiaries The agreement provides that

subsidiaries will compute tax expense on separate company basis taking into consideration tax

elections and tax planning strategies of the consolidated tax group The Company will make

payments to or receive refunds from Regions as if Regions were the Internal Revenue Service

IRS or state taxing authorities as applicable Under the tax sharing agreement if net

operating loss exists the subsidiary receives payment for its net operating loss upon the

realization within the respective income tax return

See Note for additional discussion regarding income taxes

Related-Party Transactions

Initial capital for the formation of the Company was provided by Regions Financial Corporation

thru the Companys parent RFC Financial Services Holding LLC

The Company holds cash account with Regions Bank for operating expense purposes At

December 31 2012 the balance of this cash account was $6925

As discussed in Note the Company recorded current federal and state income taxes

receivable due from Regions in the amount of $96947

The Company utilizes administrative support and similar resources of Regions Bank and Regions

Financial Corporation through shared services agreements Expenses associated with the shared

services agreements were $58500 for the period July 25 2012 through December 31 2012

1302-1032661



Regions Securities LLC

Notes to Financial Statements continued

Net Capital Requirements

Rule 5c3- of the Securities Exchange Act of 1934 the Rule requires the Company to

maintain minimum net capital as defined At December 31 2012 the Company was in

compliance with the net capital requirements of the Rule At December 31 2012 the Company
had net capital as defined of $2116487 which was $2016487 in excess of the required net

capital of $100000 The Company had no debt at 12/31 12 therefore it was also in compliance

with the 81 aggregate indebtedness ratio required for broker dealers which have been in

operation less than one year

Income Taxes

The components of income tax benefit for the period July 25 2012 through December 31 2012

was as follows

Current income tax benefit

Federal 40484
State 9446

Total current benefit 49930

Deferred income tax benefit

Federal

State

Total deferred benefit

Total income tax benefit 49930

Current federal and state income taxes receivable due from Regions of $96947 is included in the

accompanying Statement of Financial Condition at December 31 2012

1302-1032661 10



Regions Securities LLC

Notes to Financial Statements continued

Income Taxes continued

Income taxes for financial reporting purposes differs from the amount computed by applying the

statutory
federal income tax rate of 35 percent for the period July 25 2012 through

December 31 2012 as shown in the following table

Tax on loss computed at statutory federal income tax rate 43790
Decrease in taxes resulting from

State income tax net of federal tax effect 6140
Income tax benefit 49930

Effective tax rate 39.91%

The Company is included in Regions federal and state income tax returns The IRS has

completed the examinations of Regions federal income tax returns for the tax years through

2009 All subsequent federal tax years are open to examination

For the period July 25 2012 through December 31 2012 the Company had no uncertain tax

benefits In addition the Company has not recognized any interest or penalties associated with

income tax positions in its Statement of Income For the period July 25 2012 through

December 31 2012 the Company did not reflect any liabilities from interest or penalties

Subsequent Events

The Company evaluated subsequent events through the date its financial statements were issued

On January 2013 Regions Financial Corporation received notification of its approval by the

Board of Governors of the Federal Reserve System the Board to engage in specified

institutional broker dealer activities and subsequently notified the Board that it would

commence those activities through the Company

On January 23 2013 Regions Financial Corporation provided an additional capital infusion of

$2.5 million to RFC Financial Services Holding LLC RFC Financial Services Holding LLC

completed subsequent capital infusion for the same amount to the Company

1302-1032661 11



Regions Securities LLC

Notes to Financial Statements continued

Subsequent Events continued

On February 19 2013 the Company executed Revolving Note and Cash Subordination

Agreement providing for revolving subordinated loan in the amount of $12.0 million to be

made by Regions Financial Corporation to the Company As of February 28 2013 no amounts

have been drawn under the Loan Agreement

1302-1032661 12
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Regions Securities LLC

Schedule Computation of Net Capital and Aggregate Indebtedness

Pursuant to Rule 5c3- of the Securities and Exchange Commission

December 31 2012

Net capital

Total members equity 2254017

Deductions

Nonallowable assets

Prepaid expenses 40583

Income tax receivable from related party 96947

Total nonallowable assets 137530
Net capital 2116487

Aggregate indebtedness

Accounts payable and accrued liabilities

Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

Computation of basic net capital requirement

Minimum net capital requirement 6-2/3% of total

aggregate indebtedness

Minimum dollar net capital required $100000

Net capital requirement greater of or above $100000

Excess net capital over net capital requirement 2016487

Net capital less 120% of the net capital requirement 1996487

There are no material differences between this computation and the Companys amended

unaudited Form X-17A-5 as of December 31 2012 filed on February 28 2013

1302-1032661 13



Regions Securities LLC

Schedule II Statement Regarding Rule 5c3-3

December 31 2012

The Company is exempt from the provisions of Rule 5c3-3 pursuant to paragraph k2ii of

such Rule under the Securities and Exchange Act of 1934 as an introducing broker or dealer that

carries no customer accounts promptly transmits any customer funds and securities to the

clearing broker or dealer and otherwise does not hold funds or securities of customers

1302-1032661 14
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Supplementary Report of Independent Registered Public Accounting Firm on Internal

Control Required by SEC Rule 17a-5g1

The Board of Managers

Regions Securities LLC

In planning and performing our audit of the financial statements of Regions Securities LLC the

Company as of December 31 2012 and for the period July 25 2012 to December 31 2012 in

accordance with auditing standards generally accepted in the United States we considered its

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities The study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g

in making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 17a-3a11 and for determining compliance with the exemptive provisions

of Rule 5c3-3 Because the Company does not carry securities accounts for customers or

perform custodial functions relating to customer secUrities we did not review the practices and

procedures followed by the Company including any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

member firm of Ernst Young Global Limited
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Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and was not designed to identify all deficiencies in internal control that might

be deficiencies significant deficiencies or material weaknesses We did not identify any

deficiencies in internal control and control activities for safeguarding securities that we consider

to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate

material inadequacy for such purposes Based on this understanding and on our study we

believe that the Companys practices and procedures as described in the second paragraph of

this report were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Managers

management the SEC FINRA and other regulatory agencies that rely on Rule 17a-5g under

the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is

not intended to be and should not be used by anyone other than these specified parties

February 28 2013

member firm of Ernst Young Global Limited
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